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has an obligation to assure that all
program funds, including funds paid to
the lead agency for administration by
the consortium, are used in accordance
with HUD regulations and require-
ments, and that the PHA program is
administered in accordance with HUD
regulations and requirements. Any
breach of program requirements with
respect to a program covered by the
consortium agreement is a breach of
the ACC with each of the participating
PHASs, so each PHA is responsible for
the performance of the consortium.

(b) Applicability of independent audit
and performance assessment system re-
quirements to consortia. Where the lead
agency will manage substantially all
program and activities of the consor-
tium, HUD interprets financial ac-
countability to rest with the consor-
tium and thus HUD will apply inde-
pendent audit and performance assess-
ment requirements on a consortium-
wide basis. Where the lead agency will
not manage substantially all programs
and activities of a consortium, the con-
sortium shall indicate in its PHA Plan
submission which PHAs have financial
accountability for the programs. The
determination of financial account-
ability shall be made in accordance
with generally accepted accounting
principles, as determined in consulta-
tion with an independent public ac-
countant. In such situations, HUD will
apply independent audit and perform-
ance assessment requirements con-
sistent with that determination. With
respect to any consortium, however,
HUD may determine (based on a re-
quest from the consortium or other cir-
cumstances) to apply independent
audit and performance requirements on
a different basis where this would pro-
mote sound management.

Subpart C—Subsidiaries, Affiliates,
Joint Ventures in Public Housing

§943.140 What programs and activities
are covered by this subpart?

(a) This subpart applies to the provi-
sion of a PHA’s public housing admin-
istrative and management functions,
and to the provision (or arranging for
the provision) of supportive and social
services in connection with public
housing. This subpart does not apply to

§943.146

activities of a PHA that are subject to
the requirements of part 941, subpart F,
of this title.

(b) For purposes of this subpart, the
term ‘‘joint venture partner’” means a
participant (other than a PHA) in a
joint venture, partnership, or other
business arrangement or contract for
services with a PHA.

(c) This part does not affect a PHA’s
authority to use joint ventures, as may
be permitted under State law, when
using non-1937 Act funds.

§943.142 In what types of operating
organizations may a PHA partici-
pate?

(a) A PHA may create and operate a
wholly owned or controlled subsidiary
or other affiliate; may enter into joint
ventures, partnerships, or other busi-
ness arrangements with individuals, or-
ganizations, entities, or governmental
units. A subsidiary or affiliate may be
a nonprofit corporation. A subsidiary
or affiliate may be an organization
controlled by the same persons who
serve on the governing board of the
PHA or who are employees of the PHA.

(b) The purpose of any of these oper-
ating organizations would be to admin-
ister programs of the PHA.

§943.144 What financial impact do op-
erations of a subsidiary, affiliate, or
joint venture have on a PHA?

Income generated by subsidiaries, af-
filiates, or joint ventures formed under
the authority of this subpart is to be
used for low-income housing or to ben-
efit the residents assisted by the PHA.
This income will not cause a decrease
in funding provided under the public
housing program, except as otherwise
provided under the Operating Fund and
Capital Fund formulas.

§943.146 What impact does the use of
a subsidiary, affiliate, or joint ven-
ture have on financial account-
ability to HUD and the Federal gov-
ernment?

None; the subsidiary, affiliate, or
joint venture is subject to the same au-
thority of HUD, HUD’s Inspector Gen-
eral, and the Comptroller General to
audit its conduct.
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